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March 9, 1978

Dearx ¥r. -

This is in response to your February 24, 1373, letter
wherein you reguested that we review our Septemoer 22, 1977,
letter to ixr. ™ ., concerning thae finding that property
owned by Stanford University and sub-sub-subleased to the Fed
Cross~-Stanford University Blood Center is ineligiuvle for the
velfare exeaption from property taxation, in light of lixr. Philip
Dougherty's February 2, 1378, leatter to you lndicating that the
Red Cross is exeupt from sales or use taxes,

while 4 g .. 4id state that “Vie have uniformly

considered that the American ilational Red Cross is an arm of
the United States Government and is exempt from the imvesition
of tax upon it®, ths statement was made with reference to the
taxes he was considering, sales and use taxes. Thus, to aveid
confusion, "salss or use tax* should have Leen substituted fox
"tax®", or the phrase "for sales and usa tax purposas” should
have been added to the end of tha staterent.

Rovenue and Taxation Code provisions relating to
property taxation are separate and distinct from those relating
to the sales and use taxes, however, and neither the Red Cross
nor other organizations incorvorated by acts of Congress are
exexpt frca rreoperty taxation per se. Rather, for croperty
owned and/or orerated by auch organizations to be exempt, a
special statute must exist, for example, Section 213.6 of the
Ravenua and Taxation Coda exempting personal prosertvy owned and
oparated by thae Civil Air Patrol; or the organization or tha
organization and the owner or ozerator of property, as the
casae may be, nust meet all the requirements for exemntion in
statutes of general application which any organization claiming
exenption would have to meat. ’
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In this instance, there is no special statute, and the
proyrerty is owned by stanford University and sub-sub-subleased
to the Blcod Center. 3ince the proosrty is not usaed excliusively
by Stanford tniversity for ecducaticnal purposes, the property is
not eligible for the college exexmption. Since Stanfeord uUniversity
is an educatiocnal institution of collegiate grade, not an organi-
zation organized and orerated for religious, hospital, scientific,
or charitable purposes as required by section 214, the property
is not eligible for the welfare exemption. The fact that the
Red Cross is a qualifying organization does not permit a different
conclusion since section 214 reguires that both the owner and
the operator of property meet all the requirements for exemption.

Yor does the fact that the Red Cross reimburses
Stanford University for the property taxes incurred permit a
different conclusion. As you have noted in your letter, the
taxes are iwpcsed on and paid by Stanford University as the
owner of the property, and the Red Cross is merely reimbursing
Stanford University for the amounts thereof. Thus, the Red
Cross is not being denied an exeaption from property taxation:
Stanford University is not receiving an exemption with respect
to its property because all the requirements for eaemntion
have not been met. -

Assuning for purposes of discussion that the Red Cross
is an instrumentality of the United States Government, thae property
would still be subject to tax. In Ohxrbach's, Inc. V. County
of Lo3 Anceles, 190 Cal. App. 24 575, a porticn of a building
was leased to tne State of California for a ten year period.
The lessor claired that the State'’s interest in the wroperty was
exempt from property taxation and that the assessor had incorrectly
valued the property by failing to deduct the value of that interest.
On appeal, the court pointed out that merely because the lessor
leased a portion of its prenises and did not occupy that portion
did not signify that the lessor did not have the use value of tie
leased portion during the term of the lecase, and it held that the
lessor should not gain a tax exemption because it leased a portion
of its nontax-exempt property to the Stats. lence, the entire
value of the property, including the value of the State's
interest therein, was pronerly assessed. Under thae same reasoning,
the entire value of nontax-exempt property of Stanford bniveralty
leased to the Red Cross would be assessable.

Vexry truly yours,

J. Kenneth McManigal -
Tax Counsel
JXM: £p
cc: Hr. Dwight L. Nathiesen be: T sgack T. Elsenlauer
anta Clara County Assessor Y .
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